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FRONT COVER 

Looking eastward across the Lake St. Joseph 
ore deposits with Lake St. Joseph in the 
background. 


INSIDE FRONT COVER 
Top: Area map 
Bottom: Ore samples from the crosscut across 
the north orezone at Lake St. Joseph. 
— Photos by Vic Wagner 
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PRESIDENT’S LETTER TO THE SHAREHOLDERS 


You will notice a new look to our report booklet this year. Much progress was made in 1973 
in moving your Lake St. Joseph property toward production. The exciting significance of this 
project in Steep Rock’s future is the reason for highlighting the green bush instead of the red pits 
of our home property. 


NET EARNINGS for 1973 were $781,432. A small price increase at the beginning of the year 
did little to offset increases in labor and supply costs. 


TOTAL FUNDS FROM OPERATIONS were $3.98 million. Other income, including receipt of $339 
thousand representing a return of accelerated debt retirement charges incorporated in prior years’ 
electric power rates, and sales of fixed assets in the amount of $254 thousand, increased funds 
generated to $4.67 million, compared with $4.48 million for 1972. 


WORKING CAPITAL at year-end was $10.55 million, increased $549 thousand from the previous 
year. 


PELLET PRODUCTION of 1,414,110 tons was 31,000 tons less than in 1972, but greater than for 


any other prior year. Shipments totalled 1,430,704 tons, of which pellets comprised 1,421,496 tons 
and red ore 9,208 tons. 


ORE RESERVES available to Steep Rock in the Hogarth, Roberts and “C” orezones, and 
extractable by open pit mining total 38.4 million tons, of which 31.3 million tons are in the 
“assured” and “reasonably assured” categories. The small underground operation which was 
terminated late in 1973 demonstrated that the underground reserves are not economic under 
current conditions. 


LAKE St. JOSEPH 

Following the favorable result of a preliminary feasibility study and market survey, indepen- 
dent consultants are proceeding with a complete engineering study. The proposed operation 
envisages production of 4.0 million tons per year of superconcentrates grading 70.5% iron, and 
reduction of most of this material to sponge iron, grading about 92% iron. The estimated project 
cost is in the order of $400 million. The continuing scarcity and high cost of scrap steel, combined 
with great advances in confidence in direct reduction technology, have resulted in a strong up-surge 
of demand for our proposed product. Current indications are that the scale of the operation under 
design will not come close to satisfying the growing market, so it is easy to visualize an early 
doubling of initial design capacity. 


J. N. PATERSON 
Chairman of the Bo: 


The engineering study is expected to produce the detailed capital cost budget in early May. 
Our bankers, together with our investment dealers, are collaborating with Steep Rock and our 
engineering consultants on financing arrangements. We are working with various levels of govern- 
ment on such matters as railway transportation, townsites and environmental studies. 


DIVIDENDS 
As stated in a news release dated December 5, 1973, dividend payments are expected to be 


withheld to provide working capital for the Lake St. Joseph project. 


APPRECIATION AND OUTLOOK 

Because of the co-operative effort that has been necessary to cope with Steep Rock’s con- 
tinuing problems, it is difficult to single out persons for special mention. In extending his heartfelt 
thanks to all who have contributed, from the newest employee to the oldest Board member, the 
President would like to mention two groups who have made an unusual contribution: the employees 
who have worked together since 1972 to formulate and implement a “philosophy of management”’, 
and the officers and directors who have worked with the President in the complicated task of 
bringing your Lake St. Joseph project closer to reality. 


The continuing unrealistically low ore prices, coupled with the again increasingly unfavorable 
U.S. dollar value, continue to make the economics of the Steep Rock Lake operation difficult. The 
greatly enhanced position of the Lake St. Joseph project brings an improved future much closer. 


Earnings prospects for this year will be greatly affected by the magnitude of the expected 
increase in pellet prices following the anticipated removal of the U.S. “Phase 4” price restrictions. 
Unless the price improvement is greater than expected, or the Canadian dollar finds a lower level 
in relation to the U.S. dollar, our earnings for 1974 cannot be expected to improve over 1973. 


On behalf of the Board 


F. R. JONES 
PRESIDENT 


March 11, 1974 


C. F. MacIVER 
Metallurgical Manager Assistant to the President Employee Relations Manager Maintenance and Services Manager 


B. W. TAYLOR A. K. BAYLES S. G. HANCOCK G. K. EOLL 
Mine Manager 


STEEP ROCK IRON MINES LIMITED 
(INCORPORATED UNDER THE LAWS OF ONTARIO) 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1973 


(WITH COMPARATIVE FIGURES AS AT DECEMBER 31, 1972) 


ASSETS 
1973 
CURRENT 
Cashrand *deposit:certificates 2... 10m... cere ee tee ae ees $ 999,513 
Short term investments, at cost which approximates 
market value 2.05 viiiashs eed ook eee 4,921,563 
Accounts receivable: 3 .s.c.ccd niet tree et ee 3,929,972 
Ore (finished and in process), at the lower of cost 
or net.realizable Value. ii.cctn nc eee ee ee 4,304,632 
Supplies ataverage::cOStis ..ssci aun es ee eee 1,530,692 
Prepaid expenses 209 .cex cae nse ee ee 163,930 
Total current}assets-4.25 4.05 ee ee 15,850,302 
FIXED ASSETS AND HOUSING 
Mining properties"(Note (3) 20s...) casa ee eee 5,244,368 
Less: accumulatedidepletion= 4...) ee ee 2,725,439 
2,518,929 
Plant, buildings-and equipment,-at cost)... ee 53,223,677 
Less accumulated depreciation .........0....0cccccccccceseeececeeseeeneeees 28,797,268 
24,426,409 
Housing 
Properties owned, at less than cost and less 
accumulated depreciation (1973 — $387,278; 
1972 = $340/062). Seite eee nates nana sen ae ea ee 152,279 
Mortgages and sale agreements receivable .................000.cccee 347,198 
1,099,477 
28,044,815 
OTHER ASSETS AND DEFERRED CHARGES 
Shares in and advances to other mining companies, : 
BV COStNCNOCEE eet ira to cee nie oe thet reer aca ne saa aleaicc ad 596,784 596,784 
Deferred development expenditures (unamortized portion) .......... 7,973,890 ——- 9,088,623. 
Deferred overburden removal (stripping) costs ..........0..00.ccccceeeeees 7,326,700 7,110,225 
SUVIGEY" cesta ates Lat ace Un tae eee ee ie eee 111,474 ___ 95,603 


16,008,848 16,951,235. 
$59,903,965 $61,043,270. 


(See accompanying notes to consolidated financial statements) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


1973 
CURRENT 
Accounts payable and accrued liabilities .2..0...0.00.0..cceceeeceeeeee $ 2,661,262 
Boe CEI OCIIT COLO Caer er a orice tka cast Siectisl a tas was te Unc owen aro daca eve 99,017 
Mortgage bond principal due within one year ...................ccceee 2,037,298 
PEOLALECUTPON ts ADIItleSs 5. set- aie. c nce a ah Annus besa ene iar 5,297,577 
DEFERRED 
Advance payments received on sale of interest in 
MMS ePrOPerties. (NOLES) sis, cescasar se eteteseasias cahassansasuaenteniobacd 250,770 
LONG TERM DEBT 
6% First mortgage sinking fund bonds, Series A, due 
December 1, 1981 - U.S. $17,339,000 (excluding 1974 
principal instalment of U.S. $2,548,000 included in 
current liabilities) (Notes 1(c) and 5) oo... eeeecssseeneeees 17 .772.225 
Mortgages payable on employee housing .................0:cccceseseeeeee 235,282 
18,007,507 
SHAREHOLDERS’ EQUITY 
Capital 
Authorized 
10,000 preference shares of $100 each 
10,666,666 common shares of $1 each 
Issued vi 
S063:652 COMMON Snares =... 5..cs0c asain ee a einen 8,063,652 
OME TISUICECUSUT DISS nee ent schtick odors isd haa ntacuitia cay saben esha Bare e 3,674,675 
Retained earnings (Notes 3 and 5) o...c:6:......cesscessescneessnsnsnndeaennnanconees 24,609,784 
36,348,111 


On behalf of the Board oSsen eS Se 
N. Edmonstone, Director $59,903,965 
L. J. Lamb, Director 


STEEP ROCK IRON MINES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


YEAR ENDED DECEMBER 31, 1973 
(WITH COMPARATIVE FIGURES FOR 1972) 


1973 
INCOME 
GLOSS: Operating TeEVenues <)o5.c0. ieee ten cees eaters een ee ree $19,619,598 
Royalty income (Noter2(a)) 5s ee eee 3,335,008 
Investment’ income 6h eee ee 563,216 
Gain: oni disposal of fixed: asséts 4-0. ee 76,507 


23,594,329 ) 


Costs AND EXPENSES 


Operating costs, other than those shown below ........................... 17,533,958 

Administrative and corporate Expenses ..............0ccccccceceeeeeeeepeeees 746,784 

Interest. on bonds: hiirc...ccateeor eae ee ee 1,331,473 

Deprecia thong casio cae scon tts ee ee nn ee 2,296,040 

Doe prle tier poe ics ose ek ee 200,375 

Amortization of deferred development expenditures .................... 1,095,277 

Sundry. exchange-gaine .4 c.count eee ee (51,892) 

23,152,015 

EARNINGS before income taxes and extraordinary items .................... 442,314 
Income taxes=(Note 6) ee ee — 


EARNINGS before extraordinary 1t€MS .0............cccccccececeeeeeeeeceeeeteeseees C 442,314 ) 


EXTRAORDINARY ITEMS 
Special payment received from Ontario Hydro Electric Power 
Commission (less applicable income taxes of $48,000) 


(Notes: 2(b) and 6) haces ee ee 291,118 
Income tax credit arising from carry forward of 

prior years write-offs (Note.6) 17... tet ee 48,000 

339,118 

NET EARNINGS: BORsTHE. YRAR Wooo cr ee $ 781,432 
PER SHARE ——s 
Earnings before extraordinary items .......6.....00..00ccccccccctceseeeeeeeees ( $0.05 

Netzearnings: tor the veare.f. ee ona ee $0.10 


(See accompanying notes to consolidated financial statements) 


STEEP ROCK IRON MINES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


YEAR ENDED DECEMBER 31, 1973 
(WITH COMPARATIVE FIGURES FOR 1972) 


By lam CeL Ate DEQINMIN Gs OL VAL. 5. .0iess.assaduislutauctissl aul sucdstottoaenattnncdeu deci sotatosean 
PCETCUECATINTIGS OF MUNE VAT ashe. cine i ssngels seeds eae Secan sin aeheans teen snlanaents 


Mee eCIVIdeNnd Ol £5 Pek SHALE 6 cj ccnscinuviei vessels cerhsets omean stone teas a canes: 
Be RTMCE EN CIC SOLE VICAT ee Re eet asain ge adh ante Me LE RC ha 


(See accompanying notes to consolidated financial statements) 


Hogarth Open Pit — stripping benches on hanging wall — main office in background. 
— Photo by Vic Wagner 


1973 


$23,828,352 


781,432 


24,609,784 


$24,609,784 


STEEP ROCK IRON MINES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 31, 1973 
(WITH COMPARATIVE FIGURES FOR 1972) 


1973 


SOURCE OF FUNDS 
From operations 
Earnings before income taxes and extraordinary items ....................0. $ 442,314 
Add expenses not requiring an outlay of working capital 
during the year 


TOYO CIACION. co isshstesb.desess Seavttodtacaac cen tae eee RC 2,296,040 
Depletion. a iatioescovsateate sneak oe 200,375 
Amortization of deferred development expenditures ...................... 1,095,277 
Gain" on disposal of fixed assets! 4.5.00... ere eee (76,507) 
0 ols) -) Aaa Pe ree en a URnNUENEE OER eR EactMN, se ahaMw ga eue cE Pa em ies bs ete oe ck 19,456 
Total. funds from: operations 3.7..0.005.heee ee ee 3,976,955 
Special payment received from Ontario Hydro Electric Power 
COMMISSION ssc sind csssv8. rece eos cetaceans eat eee AE eae ae a a 339,118 
male. of fixed: ‘assets <0: so iiiicsesectecdocehce estes ca ee ee 254,204 
Payment received on sale of interest in mining properties ..............0c:cc08 50,000 
Decrease in mortgages and sale agreements receivable ...............0.ccccccceees 49,441 
4,669,718 
APPLICATION OF FUNDS 
Additions: to mining properties: ..4s.0cion ee 315,904 
Additions to. fixed assets and housing: ...9.5.. 31 eee 953,378 
Net addition to deferred overburden removal COSts ........0.cccccccececessesseeeenee 156,475 
Long term debt paid or included in current liabilities 
Mortgage bonds ssccctscscxcucseczncnars Oeaeesseerercensuen ae tocar ee es oe eee ere 2,630,275 
Mortgages: pay ab be: saicitie J tees svscest nities adeeonvesve eae aol teen ranean ooh anon ee ee 49,257 
Divider GS iss sssidickconecseruasaatisenus beets hota eae aoe ee Ree oe — 
01 1 61 :) game enn TO ee RI OIRT rE et Ne Prensa Pe OHM Bere cce Sere ath ay de winds gnagatytueannen 15,871 
4,121,160 
Increase (decrease) in working capital ..5.5,.cens.s00s saat ee ee eee 548,558 
Working capital:at: beginningiof year 7. a... .-uncue se ee eee 10,004,167 
WORKING CAPITAL at end (Of yeat......ccn ae eee ee $10,552,725 


Changes in components of working capital 
Increase (decrease) in current assets 


G1)» eam ne Reh MAR Pee Aa See Sea Ey noe RMON a 0 (GUL LANE ca pace $ 934,930 
Short term investments .0.0..0..0..0.0cccceceeee Fe, MLR ee MN Lots oom 360,198 
Accounts receivable, at pe ee eter oe eee tr ante ee ot A (798,260) 
CDEC ss tines canto Rant eso SEAI ETE ERR eR 456,968 
Supplies Se cds sacs sere eats ene Le nee ne en ac tet me tee ret 340,108 
Prepaid expenses 76-2 eec oar. cee Ae ee ee (11,591) 
1,282,353 
Decrease (increase) in current liabilities 

Accounts payable and accrued liabilities: 4\.7..5.se0se or cee es (746,106) 
Acerued: Anterests cc at hots cree erste st) ee ee aaa hE 12,757 
Mortgage bond principal due within one year ........cccccccceceeeeeeeeeeeeee (446) 
(733,795) 

INCREASE (DECREASE): IN WORKING CAPITAL) Gjauscssto sxccdicSeetneatee os area ates $ 548,558 


(See accompanying notes to consolidated financial statements) 


STEEP ROCK IRON MINES LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1973 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(a) Basis of consolidation 


The accompanying statements are drawn up on a con- 
solidated basis to include the accounts of the Company 
and its subsidiaries, Steerola Explorations Limited, Sanjo 
Iron Mines Limited and Don Park Homesites Limited 
(all of which are wholly owned). 


(b) Statement presentation of joint venture operations 


Under agreements entered into in 1965 (covering a period 
of 22 years) certain of the Company’s open pit ore 
reserves at Steep Rock Lake were leased to a joint 
venture participant, and the Company was appointed 
operator to mine and process the ore on the participant’s 
behalf. As in prior years, the 1973 financial statements 
have been drawn up to reflect in “gross operating 
revenues” the value of the ore produced (less the profit 
allocation to the joint venture participant), and in 
“costs and expenses” the full costs of mining and pro- 
cessing the ore. 


(c) Exchange translation 


U.S. dollar current assets and current liabilities (including 
long term debt maturing within one year) are translated 
to Canadian dollars on the basis of year-end exchange 
rates (U.S. $1 = Can. $.9958 at December 31, 1973). 
Long term debt (mortgage bonds) has been translated on 
the basis of U.S. $1 = Can. $1.025, this being the rate 
adopted following the unpegging of the Canadian dollar 
on May 31, 1970. 


(d) Depreciation, depletion and amortization 


Depreciation is provided on the straight-line basis at 
rates designed to write-off the cost (less salvage value) 
of the related assets over their estimated useful lives. 
The pellet plant, which constitutes the Company’s major 
fixed asset, is being depreciated on the straight-line basis 
over the term of the joint venture agreement referred to 
in Note 1(b). Depletion of mining properties, and amor- 
tization of deferred development expenditures, are 
provided on the basis of tons of ore mined or shipped 
in relation to the estimated assured or reasonably assured 
ore reserves of presently developed mines. 


Deferred overburden removal (stripping) costs are charged 
to operations on the basis of tons of ore mined. 


2. NOTE RE 1973 OPERATIONS 
(a) Royalty income 


The Company’s “C” orezone is leased to Caland Ore 
Company Limited in consideration for the payment of 
annual royalties by Caland based on a percentage of the 
market value of ore produced. For 1972 and later years 
the lease agreement specifies a minimum of 2,000,000 
tons annually on which royalties shall be payable, and 
this was the basis for the amount of royalty received in 
1972 and 1973. This minimum tonnage is subject to further 
downward adjustment under certain circumstances as 
specified in the agreement. 


The lease may be terminated by Caland on December 
3lst in any year upon giving at least one year’s advance 


notice. While no such legal notification has been received 
as yet, Caland has announced that they expect to ter- 
minate mining operations in 1976. If official notice of 
such termination were to be given by December 31, 1974, 
the minimum royalty tonnage for the final year of 
operations (i.e. 1976) would be reduced to 1,000,000 tons. 


(b) Special payment received from Ontario Hydro Electric 


Power Commission 


During 1973 the Company received a special payment of 
$339,118 from the Ontario Hydro Electric Power Com- 
mission, representing a return of accelerated debt retire- 
ment charges incorporated in prior years’ electric power 
rates. This is shown as an extraordinary item in the 1973 
statement of earnings. 


(c) Cost of ore 


In addition to the joint venture operation referred to in 
Note 1(b), the Company supplies pellets to another 
customer under a contract which runs to 1977. Up to 
December 31, 1971 this contract (which accounts for 
approximately 17% of the Company’s pellet output) had 
been filled from low cost stockpiles of ore. During 1972 
and 1973 a major portion of this contract was filled from 
higher cost ore derived from underground mining. In 
November 1973 the Company terminated its underground 
mining operation due to excessive costs, and part of the 
ore required for this contract had to be purchased. It is 
expected that for the remaining period of the contract 
ore requirements will similarly be covered by purchases 
(or from the “C” orezone in 1977 — see Note 2(a) ) 
and that, subject to changes in the present relationship 
between selling prices and costs, the Company will 
continue to incur some loss in fulfilling the contract. 


3. MINING PROPERTIES 


This asset is made up as follows: 

Properties at Steep Rock Lake (pur- 

chase cost of $2,459,456 plus a 

valuation adjustment made in 1943 

Of S1926;937) eke ee eee $4,386,393 


Properties at Lake St. Joseph (pur- 

chase cost of $276,711 plus deferred 

exploration and development ex- 

penditures of $780,494) 0.0... $1,057,205 

Less payment received for interest 

acquired by joint venture partici- 

pant in certain of such properties to 

December 31, 1973 (see below) ........ 199,230 857,975 


$5,244,368 


Under the joint venture arrangements referred to in 
Note 1(b) the joint venture participant is entitled to 
acquire an increasing proportion of certain of the Com- 
pany’s Lake St. Joseph claims, the rate of acquisition 
being related to the volume of ore shipped under the 
main contract. 

Further development of the properties at Lake St. Joseph 
is dependent upon completion of arrangements for pro- 
duction, sale and financing. The directors have decided 
to forego dividend payments in order to conserve working 
capital required for the Lake St. Joseph project. 


4. SHARES IN, AND ADVANCES TO, OTHER MINING COMPANIES 


The amount of $596,784 shown under this balance sheet 
classification represents the cost of the Company’s 
shareholding in, and advances to, Champlain Mining 
Corporation and International Iron Ores Limited. 
Through these investments the Company has an interest 
in certain iron ore deposits on the west side of Ungava 
Bay. While no substantial development work at the 
properties has been carried out for some years, it is 
expected that some additional exploration work will be 
carried out in 1974. The recovery of the Company’s 
investment is dependent upon the successful future 
development of an economic mining operation and the 
obtaining of adequate financing. 


5. MORTGAGE BONDS AND RELATED DIVIDEND RESTRICTIONS 


The trust indenture relating to the first mortgage sinking 
fund bonds (as amended in 1971) requires fixed principal 
repayments of U.S. $2,548,000 on December 1 of each 
year, together with additional principal payments (calcu- 
lated at the rate of U.S. $1.41 per ton) to the extent that 
shipments of pellets to the joint venture participant in 
any twelve month period ending September 30 exceed 
1,100,000 tons. 


Under the terms of the indenture the Company may not 
effect any reduction of, or redeem any of its capital 
stock or declare any dividends on any shares of its 
capital stock where (A) consolidated working capital 
(which is defined to exclude a deduction for bond sinking 
fund instalments due within one year, but to include a 
deduction for one year’s interest), is less than, or would 
thereby be reduced below the following amounts: 1973- 
1978 inclusive — U.S. $10,000,000; 1979 — U.S. $7,500,000; 
1980 — U.S. $5,000,000; or (B) the cumulative amounts 
applied to capital stock reduction or dividend declaration 
subsequent to January 1, 1970 exceed the sum of (i) 
consolidated net income (as defined) since that date and 
(ii) a specified amount related to the period in which 
the capital reduction or dividend declaration takes place. 
The specified amount is U.S. $2,000,000 during the period 
1970-1978, U.S. $4,000,000 during 1979, U.S. $6,000,000 
during 1980, and U.S. $8,000,000 thereafter. 


- INCOME TAXES 


For tax purposes the Company is entitled to a depletion 
deduction of 25% in respect of royalty income. As a 
result, no taxes are payable in respect of 1973 earnings 
before extraordinary items and the tax applicable to the 
special payment received from the Ontario Hydro Electric 
Power Commission is reduced to $48,000. This latter 


amount, in turn, is offset by tax credits arising from the 
carry forward of prior years’ write-offs not previously 
claimed for tax purposes, so that there is no current 
liability for income taxes for the year 1973. At December 
31, 1973 the amount of prior years’ write-offs remaining 
for carry forward against future years’ income is estimated 
at approximately $3,750,000. 


7. COMMITMENTS AND CONTINGENT LIABILITIES 


(a) The unfunded past service pension liability of the Com- 
pany is estimated at $1,728,000 at December 31, 1973. 
The present liability will be paid, and charged to income, 
over periods ranging up to 16 years. 


(b) Under an agreement dated March 15, 1949 relating to the 
diversion of the Seine River, the Company is committed 
to make payments to the Ontario Hydro Electric Power 
Commission of $92,357 annually until November 1, 1989. 


(c) The contingent liability with respect to guarantees of 
mortgages on employees’ housing is estimated at approxi- 
mately $100,000. The Company is also committed under 
certain outstanding sale agreements to repurchase houses 
in the event of employee termination; the maximum 
commitment at December 31, 1973 being estimated at 
approximately $336,000. 


(d) Annual rentals under equipment leases presently in effect 
amount to $331,620 in 1974, $315,775 in each of the years 
1975 to 1978 and $186,666 in 1979. There are no lease 
commitments extending beyond 1979. In addition, the 
Company leases its data processing equipment at an 
annual cost of approximately $37,000. This lease can be 
terminated upon 90 days notice by either party. 


The total leasing costs charged against 1973 operations 
amounted to $423,913 ($439,620 in 1972). 


Prior to the year-end the Company ordered a new shovel 
(for delivery in 1974) for use in its open pit operations. 
The total cost of the shovel, including installation and 
provincial sales tax, is estimated at approximately 
$775,000. The Company is presently negotiating an 
arrangement under which the shovel. would be leased 
rather than purchased. It is anticipated that such lease 
will run for 129 months and that the annual cost will 
approximate $106,500, including provincial sales tax. 


8. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate remuneration of directors and senior 
officers amounted to $292,900 in 1973 ($236,181 in 1972). 


AUDITORS’ REPORT 


To THE SHAREHOLDERS OF STEEP ROCK IRON MINES LIMITED 


We have examined the consolidated balance sheet of Steep Rock 
Iron Mines Limited and its subsidiary companies as at December 31, 
1973 and the consolidated statements of earnings, retained earnings 
and source and application of funds for the year then ended. Our 
examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at December 31, 1973, 
and the results of their operations and the source and application of 
their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


THUNDER BAY, ONTARIO CLARKSON, GORDON & Co. 
February 21, 1974 CHARTERED ACCOUNTANTS 


Electric shovel loading 100 ton trucks with iron ore — Roberts Open Pit. 
— Photo by George Hunter 


10 YEARS IN REVIEW" 


1973 1972 19al 1970) =D) G8 1967 = 1966 . 1965 - 1964 : - 
(Thousands Of Dollars) _ - a 

Income _ _ 
Gross operating revenues... 19,620 18,730 18,330 17, 967 17, 624 16, 100 8,801 9,150 
Royalty and otherincome.. 3,898 3,391 5,371 5415 4397 4 12 4,202) =64,093 
Gain on fixed asset _ 

disposals 76 - 80 

23,594 22,121 23,701 23,382 22,101 19,812 13,003 13,203 

Costs and expenses / - 
Operating costs, etc. ............ 18,229 16,247 14991 14,597 12554 9651 62385 #361 3 
Interest... 1331 4,474 1707 1888 2066 72,108 932 448 
Depreciation, depletion _ 

and amortizations._.._. 3,592 3084 3769 4090 431) 2,685 8012 2,461 a 

23,152 21,305 20,487 20,581 18,931 14,504 10,232 10,270 1 

Earnings before income _- 

taxes and extraordinary / | 

Hes... 442 816 3,214 2801 3170 75308 2771 2932 3589 | 
Income taxes... = 78 1,145 990 1,804 2382 1024 111i 140; 
Earnings before - 4 

extraordinary items .......... 442 7388 «$2069 41.811 1866 2926 1.747 1,822 > 2182 | 
Extraordinary items 

Income tax credit arising 

from carry forward of prior : _ . _ 

years’ write-ofis ............ 48 18 1,145 312 — — —- = 

Exchange credits less ex- / 

change losses (net of related _ _ _ 

ax)... = — — 1300 — = _ 

Gain (provision for loss) on . _ _ _ 

sale of investments — _ = 545 452) — 400 (400) 

Write-off of land and plant _ _. 

facilities no longer required _ 
_ (net of related tax) ..... - — — (483) — (217) _ _ 

Write-off of deferred devel- _ _ _ 

opment expenditures inet of 

related tax)... ~ _— - — (35,448) — — — 

Financing costs... - _ - —- = = — (583) 

Special payment received 

from Ontario Hydro Electric 

Power Commission (net of 

related (ax). 291 — — _ — - - _ 

339 78 1145 1,734 (35,900) (17) 0 a0) - 

Net earnings (loss) for : ce 

the year 4... — 781 816 3214 3,545 (34,0384) 2709 2,147 839 «2,182 3,620 
Per share _ e 

Earnings before extra- | 

ordinary items 0.05 0.09 0.26 022 0.23 0.36 0.22 0.23 0.27 0.45 

Net earnings for the year 0.10 0.10 0.40 0.44 (4.22) 0.34 0.21 0.10 0.27 0.45. 

Dividends —. = 0.15 0.15 0.15 0.15 0.30 0.30 0.30 030 UZ 
Iron ore and pellets 

Tons (000) 

Sales. 1,442 1469 1415 1501 1,563 1440 1004 1095 (264 (341 

Royalty ore 2. 2,000 1,922 3,000 3000 2225 2,500 2326 2085 2446 200i 
7Oval CONS 3,442 3891 4415 4501 3,788: 3940 3300 3178 3715 32227 


% 1969 and prior years’ results have been restated to give effect to retroactive changes in depletion, 


INSIDE BACK COVER 


depreciation and deferred income taxes and to certain changes in revenue and expense classifications. 


INSET 


The pellet discs of Steep Rock's pellet plant. 
— Photos by George Hunter 


Loading iron ore cars with pellets from Steep Rock’s pellet plant. 
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